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National Economy

Following considerable speculation, the outcome of the
September Federal Reserve policy meeting was that the
Federal Open Market Committee (FOMC) members
adjourned without public comment, leaving short-term
interest rates unchanged. Apparently, for the time being,
Fed policy makers are satisfied that the stronger-than-
expected U.S. economic growth since the second quarter
does not yet pose a significant risk of inflation.

One of the most frequently cited arguments against an
interest rate hike by the Fed in its September FOMC
meeting was that despite strong economic growth and an
extended period of low and declining unemployment,
general price pressure remains low at both the wholesale
and consumer levels. Moreover, some recently-released
economic statistics paint a mixed picture of the strength
of the U.S. economy. A few indicators in fact turned

negative, pointing to a national economy that may
already have lost some of its momentum.

Among the latter, the Department of Commerce reported
that durable goods orders fell a sharp 3.1% in August,
the biggest monthly drop since April 1995. In a separate
report, the Commerce Department said August factory
orders also showed a significant decline, dropping by
1.9%, the biggest retreat in more than three years.
According to the U.S. Department of Labor’s latest job
report, payroll employment dropped by an unexpected
40,000 jobs in September, while the U.S. seasonally-
adjusted unemployment rate ticked up 0.1%, to 5.2% in
September. The September drop in wage and salary
employment was the first monthly decline since January,
and represents a sharp reversal from a monthly average
gain of almost 300,000 jobs recorded between February
and August.

The Region: Employment and Economic Trends

The preliminary Employment Development Department
(EDD) statistics for August show that total wage and
salary employment in SCAG’s six counties/MSAs com-
bined was 6,117,500, up 139,800 jobs, or 2.3 percent,
from year-earlier (Figures 1 and 2, Tables 1 and 3).
Regionwide, the sectors showing the most robust year-
over-year employment growth include: agriculture (up
4,500 jobs, or 7.6%), construction (+14,600 jobs, or
6.5%), apparel and textiles (+5,100 jobs, or 3.8%), wholesale
trade (+16,100 jobs, or 3.6%), and services (+75,700 jobs,
or 4.3%). Within the service sector, the business services
component, amusement and recreation, engineering and manage-
ment and motion pictures were especially strong (Figure 4
and Table 5).

Moreover, both durable goods manufacturing and the manufactur-
ing sector as a whole have registered modest job growth for
the third month in a row, indicating that the overall man-
ufacturing job market has stabilized. We should also
point out that while employment in the finance, insurance
and real estate (FI.R.E.) sector is still fractionally below its
year-ago level, the job losses are concentrated in banking
and insurance. Employment in the real estate sector has
actually started to grow moderately on a year-over-year
basis. For example, in Los Angeles County, where job fig-
ures are available for detailed sub-components within the
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FLR.E. sector, year-over-year employment changes in real
estate have been positive since October 1995, registering
annual average job growth of almost 1.5 percent for the
past 11 months.

The region’s weighted average unemployment rate
(Figure 3 and Table 4) improved considerably between
July and August, dropping to 7.6 percent from 8.3 per-
cent in July. More importantly, the regional jobless rate
also showed a significant decline from its year-earlier
level of 8.1 percent. Decreases in unemployment rates on
a year-over-year basis were posted across the board except
in Imperial County, where August’s unemployment rate was
fractionally higher than in August 1995. Both the nation-
al and California jobless rates (seasonally_unadjusted) also
declined between July and August—from 5.6% to 5.1%
for the U.S. and from 7.7% to 6.9% for California. Both
rates were also substantially below their year-ago levels.

Reverse Commuting

In the August 1992 issue of SCAG Employment Trends Monthly,
we discussed the “intercounty job market linkage”
between Los Angeles County and the Inland Empire--the
Riverside/San Bernardino Metropolitan Statistical Area
(MSA). The EDD monthly wage and salary employment



data (based on job counts at the place of work) and the
unemployment figures (from the household survey,
which counts unemployed workers by their place of resi-
dence) suggest a negative correlation between the

Los Angeles County job market and Inland Empire unem-
ployment. That is, an improvement in Los Angeles
County’s labor market should be reflected, with some
time lag, in a reduction in Inland Empire unemployment
rates. We concluded that if this correlation is valid, it was
unlikely that we would see a significant drop in the
unemployment rates in Riverside and San Bernardino
Counties until a healthy pickup in job growth in Los
Angeles County had occurred.

This relationship is as valid today as when we reported it
four years ago. EDD labor market statistics show that
wage and salary employment in Los Angeles County is
still about 270,000 jobs below its pre-recession peak.
They also show that the unemployment rate in the
Riverside/San Bernardino MSA remains relatively high

In Table A below, we compare employment changes by
place of residence to employment changes by place of
work for each SCAG county/MSA between August 1990
and August 1996. As might be expected, “reverse com-
muting” occurred to some extent between Los Angeles
County and all of its neighboring counties over the peri-
od. Ventura County created a significant number of jobs
for non-residents, but the largest net increase took place
in the Riverside/San Bernardino MSA.

In an effort to shed more light on this subject, we ana-
lyzed monthly data on changes in employment by place
of work and by place of residence for the Riverside/San
Bernardino MSA over the period from January 1984
through August 1996. These data substantiate the reverse
commuting hypothesis, showing a distinct difference
between pre-1990 and subsequent years. Prior to 1990,
employment by place of work was virtually never greater
than resident employment; after 1990 the reverse is true:
on balance, employment in the Inland Empire has

Table A Employment Changes by Place of Residence and by Place of Work: August 1996 vs. August 1990

Title AUG 90 AUG 96 Change in  Change in (W)
R) or (W) minus
Change in (R)*

Imperial Employment by place of residence ( 33,300 41,500 8,200

Wage & salary jobs by place of work (W) 36,850 48,000 11,150 2,950
Los Angeles Employment by place of residence (R) 4,304,500 4,082,000 ~222,500

Wage & salary jobs by place of work (W) 4,104,100 3,831,200 -272,900 -50,400
Orange Employment by place of residence (R) 1,292,300 1,292,100 -200

Wage & salary jobs by place of work (W) 1,171,700 1,176,800 5,100 5,300
Riverside/San Bernardino MSA Employment by place of residence (R) 1,126,300 1,194,700 68,400

Wage & salary jobs by place of work (W) 722,800 805,100 82,300 13,900
Ventura Employment by place of residence (R) 353,600 356,700 3,100

Wage & salary jobs by place of work (W) 245,500 256,400 10,900 7,800
Note: *A positive value in this column indicates a net increase in 7on-resident workers commuting info the county between199oand 1996.

A negative value indicates an increase in the number of resident workers commuting out to other counties to work.

exceeded the number of jobs held by residents there dur-
ing the 1991-96 period.

even though the two counties combined have created
over 82,000 payroll jobs since August 1990. In fact, as
suggested by Dr. John Husing, author of the Inland Empire

Quarterly Economic Report, based on a comparison of EDD
labor market statistics for July 1990 and July 1996, wage
and salary employment growth in the Inland Empire has
been so strong that a portion of the newly added jobs is
being filled by workers from Los Angeles County! This
phenomenon could be called “reverse commuting”—a
daily movement of workers from Los Angeles County
commuting eastward to the Inland Empire to work.

More detailed data and investigation will be needed to
draw definitive conclusions about why the reverse com-
muting phenomenon occurred and whether it will con-
tinue in the future. However, possible explanations could
include:

» There is evidence to suggest that a number of
firms in Los Angeles County have closed down and

8 Southern California Association of Governments



moved their operations to the Inland Empire. If their The second explanation gives reason to be cautious about

employees were resident in Los Angeles County and concluding that the recent trend will persist into the
did not choose to move to Riverside/San Bernardino, future. In his recent communication to Employment Trends
they would become Eastbound commuters. Monthly, Dr. Husing states that reverse commuting into
Riverside/San Bernardino MSA is likely to be a temporary
The Riverside/San Bernardino MSA was the only phenomenon:
area in the SCAG region that added jobs during
the 1991-93 recession, while Los Angeles As soon as Los Angeles County begins reaching normal
County was the hardest hit by job losses. Thus it growth levels, you will undoubtedly see more East to
would not be surprising if unemployed workers West commuting. In addition, sooner or later there will
from Los Angeles County applied for and found be another round of affordable housing out-migration to
work in the Inland Empire during the recession. the Inland Empire, creating a future pool of [west-

bound] commuters.

Index L I

The CSU Long Beach Office of Economic Research reports that the Index of Regional Leading Economic
Indicators has increased for the second month in a row, to 95.6 in September from 95.5 in August and
95.3 in July. The index was unchanged from its year-ago level.

In general, it takes three consecutive moves of the index in the same direction to constitute evidence of
the likely future direction of the regional economy. The September and August upticks in the index fol-
lowed a five-month string of downward moves, meaning that the weight of evidence still indicates that
the regional economy could begin to slow down in six months or so. More successive months of
upward movement in the index will be required to rule out this possibility.

For additional information and comment on the Index of Regional Leading Economic Indicators, Please

contact Lisa Grobar (310) 985-1652, Joseph Magaddino (310) 985-8136, or Peter Griffin (310) 985-4783,
professors of Economics and authors of the index.

Note to Our Readers

You can now read and download SCAG Employment Trends Monthly through the SCAG Home Page on
Internet. The address is: www.scag.ca.gov, under the heading “What’s New”.
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October 1996 The Region at a Glance

Figures 1-5 are based on combined totals for the Region’s Counties.
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Figure 4

Percentage Changes

in Employment by Major
Sector*

The Region

August, 1995 - August, 1996

* Sectors with more than 75,000 jobs, except
farm sector.

The Region at a Glance
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TABLE 1 THE REGION: WAGE AND SALARY EMPLOYMENT (THOUSAND JOBS)

Employment Data Tables

COUNTY/MSA Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug % of Region
Total
(P) Latest Month

IMPERIAL

1994/1995 439 50.1 484 48.6 50.1 52.6 510 48.6 51.6 49.6 449 437 0.73

1995/1996 45.5 49.6 50.1 49.3 51.2 53.0 52.0 51.2 54.1 54.0 48.2 48.0 0.78
LOS ANGELES

1994/1995 3,7239 3,7249 3,753.6 3,776.7 3,684.8 3,737.7 3,755.4 3,757.6 3,773.7 3,779.6 3,7525 3,7494  62.72

1995/1996 3,789.0 3,8075 38304 38392 3,782.1 3,819.5 3,833.6 38379 38514 38559 38374 383L2 6263
ORANGE

1994/1995 1,142.7 11411 11513 1,161.8 1,129.1 11439 11513 11522 11544 1163.2 11499 1149.6 19.23

1995/1996 1,157.2 11645 11699 11750 11571 11675 11722 11770 11825 11879 11779 1176.8 19.24
RIV/SB

1994/1995 775.6 778.0 789.1 802.5 782.5 788.4 801.7 801.8 809.0 810.5 786.2 782.3 13.09

1995/1996 7970 8003  807.7 811.4 801.5 8049 816.8 8174 8264 8304 8085 805.1 13.16
VENTURA

1994/1995 2520 2530 2508 2521 2452 2525  256.7  259.3 2591 2579 2586 252.7 4.23

1995/1996 2538 2576 2556 2554  253.6 259.1  259.9 2619  264.3 2613  259.7 256.4 4.19
The Region

1994/1995 5938.1 59471 59932 6,041.7 5,891.7 5,975.1 6,016.1 6,019.5 6,047.8 6,060.8 5,992.1 59777 100.0

1995/1996 6,0425 6,0719.5 6,113.7 6,130.3 6,0455 6,104.0 6,1345 6,1454 6,178.7 6,189.5 6,131.7 6,117.5 100.0
(12MMA)* 6,0004 6,011.5 6,021.5 6,0289 6,041.7 6,0525 6,0623 6,0728 6,083.7 6,0945 6,106.1 6,117.7

(P) =Latest month preliminary, previous months revised. All figures are based on First-quarter 1994 benchmark and include employment in agriculture.
The same appliesto datain Tables 2-5 and the corresponding graphs.
*Moving average of 12 months data ending in months shown.

TABLE 2 CHANGE IN EMPLOYMENT FROM PREVIOUS MONTH (THOUSAND JOBS)

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
COUNTY/MSA

IMPERIAL

1994/1995 14 6.2 -1.7 0.2 15 25 -1.6 24 3.0 -2.0 4.7 -1.2

1995/1996 1.8 41 0.5 -0.8 1.9 1.8 -1.0 0.8 29 -0.1 5.8 0.2
LOS ANGELES

1994/1995 38.6 1.0 28.7 231 -91.9 52.9 17.7 22 16.1 5.9 -27.1 -3.1

1995/1996 39.6 18.5 229 8.8 -57.1 374 14.1 43 135 45 -18.5 -6.2
ORANGE

1994/1995 13.2 -1.6 10.2 10.5 -32.7 14.8 74 0.9 2.2 8.8 -13.3 -0.3

1995/1996 7.6 7.3 54 51 -17.9 104 4.7 4.8 55 54 -10.0 -11
RIV/SB

1994/1995 13.7 24 111 13.4 -20.0 59 13.3 0.1 7.2 15 -24.3 -39

1995/1996 14.7 3.3 74 3.7 -9.9 34 11.9 0.6 9.0 40 -21.9 -34
VENTURA

1994/1995 33 1.0 2.2 13 6.9 7.3 42 2.6 0.2 -1.2 0.7 -5.9

1995/1996 11 3.8 -2.0 -0.2 -1.8 55 0.8 2.0 24 -3.0 -1.6 -3.3
The Region

1994/1995 70.2 9.0 46.1 485 -150.0 834 410 34 28.3 13.0 -68.7 -14.4

1995/1996 64.8 37.0 34.2 16.6 -84.8 58.5 30.5 10.9 333 10.8 -57.8 -14.2

18
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Employment Data Tables

TABLE § CHANGE IN EMPLOYMENT FROM YEAR EARLIER (THOUSAND JOBS)

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
COUNTY/MSA Thousands  Percent

IMPERIAL

1994/1995 22 36 32 31 25 27 -1.3 -1.0 -1.6 29 23 1.2 2.8

1995/1996 16 05 17 0.7 11 04 1.0 26 25 44 33 4.3 9.8
LOS ANGELES

1994/1995 8.0 19.7 402 358 411 56.4 419 52.2 63.4 618 64.1 64.1 1.7

1995/1996 65.1 826 76.8 625 97.3 818 78.2 80.3 71.7 76.3 84.9 81.8 2.2
ORANGE

1994/1995 18.1 15.1 233 25.2 213 25.9 23.0 25.1 234 25.9 20.3 20.1 1.8

1995/1996 145 234 18.6 13.2 28.0 236 20.9 24.8 28.1 24.7 28.0 27.2 2.4
RIV/SB

1994/1995 26.0 255 30.3 334 29.1 325 34.8 338 31.0 28.0 24.7 20.4 2.7

1995/1996 214 223 18.6 89 19.0 16.5 15.1 15.6 174 19.9 223 22.8 2.9
VENTURA

1994/1995 10.8 9.0 94 8.2 49 6.4 55 44 37 18 6.0 4.0 1.6

1995/1996 1.8 4.6 48 33 8.4 6.6 3.2 2.6 52 34 11 3.7 1.5
The Region

1994/1995 65.1 729 1064  105.7 989 1239 1039 1145 1199 146 1174 109.8 1.9

1995/1996 1044 1324 1205 886 1538 1289 1184 1259 1309 1287 1396 139.8 23
TABLE 4 COMPARATIVE UNEMPLOYMENT RATES, 1895/1886 (PERCENT, NOT SEASONALLY ADJUSTED)

AREA Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
UNITED STATES 5.6 5.4 52 53 5.2 6.3 6.0 58 54 54 55 5.6 5.1
CALIFORNIA 7.7 75 75 7.7 7.3 8.2 8.2 7.8 74 7.1 7.3 7.7 6.9
SCAG REGION* 8.1 79 75 75 6.9 7.8 7.8 75 74 7.3 75 8.3 7.6

IMPERIAL 34.3 34.2 332 313 28.1 279 26.5 25.3 27.8 244 26.4 34.0 34.6
LOS ANGELES 8.3 8.0 7.6 7.7 72 84 85 83 8.2 8.2 8.3 9.1 8.1
ORANGE 54 53 51 48 43 4.7 46 43 42 42 4.3 4.5 4.2
RIVERSIDE 11.0 10.8 9.8 9.2 8.1 8.8 8.8 7.8 7.8 74 8.2 9.8 9.2
SAN BERNARDINO 8.0 8.1 8.2 79 7.1 8.1 8.0 7.4 74 75 7.8 8.1 7.4
VENTURA 8.6 8.5 7.6 8.4 74 7.6 6.9 6.3 6.1 6.0 6.6 8.0 8.1

* SCAG regionunemployment rate is aweighted average. Weights used are the average size of the civilian labor force in each County/MSA in 1990.
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